ST 99-0040-G L 01/13/1999 PCLLUTI ON CONTROL FACI LI TI ES

Equi prent which is used for the primary purpose of reducing or elimnating
pollution can qualify for the Pollution Control Facilities exenption.
Equi pmrent which is used primarily to provide an econom c benefit cannot
quality for the exenption. See 86 Ill. Adm Code 130.335. (This is a GL.)

January 13, 1999

Dear M. XXXXX:

This letter is in response to your letter dated OCctober 15, 1998. The
nature of your letter and the information you have provided require that we
respond with a CGeneral Information Letter which is designed to provide genera
information, is not a statenment of Departnent policy and is not binding on the
Departnent. See 86 IIl. Adm Code 1200.120(b) and (c), encl osed.

In your letter, you have stated and nmade inquiry as follows:

First, as a matter of background, | would advise that we are the | oca
COMPANY Deal er servicing central Illinois. As such, we have occasion
to sell various nodels of construction equipnent within the landfill
i ndustry.

A current proposal that is being evaluated addresses a potential sale
of a COWPANY wheel |oader to a custoner for use within a 'transfer

station'. It is nmy understanding that this piece of equipnent would
be used to load various types of refuse, after it has been sorted

into containers for transportation to either a landfill or sone form
of recycling station. The perspective customer involved has
guestioned nme relative to the taxability issue and given the
application involved, | am initiating this witing to address their

guestion of taxability.

Because the subject line in your letter indicates you are inquiring about
the Pollution Control Facilities Exenption, we have enclosed a copy of 86 I1I.
Adm Code 130. 335 concerning Pollution Control Facilities. The pollution contro
facilities exenption extends to "any system nethod, construction, device or
appl i ance appurtenant thereto sold or used or intended for the primary purpose of
elimnating, preventing, or reducing air and water pollution as the term
"pollution" is defined in the Environmental Protection Act (415 ILCS 5/1 et
seq.), or for the primary purpose of treating, pretreating, nodifying or

di sposing of any potential solid, liquid or gaseous pollutant which if rel eased
wi thout such treatnent, pretreatnent, nodification or disposal mght be harnful
detrinental or offensive to human, plant or animal life, or to property.”

Loaders used in the manner described in your letter do not qualify for the
pollution control facilities exenption because they are not being used to prevent
or elimnate air or water pollution. Rat her, their primary purpose is the
| oadi ng of refuse or other materials prior to the transportation of it.
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Based upon the information contained in your letter, we cannot say that a
manuf acturing process s occurring. However, for situations where a
manuf acturing process is occurring, the Retailers' QOccupation Tax woul d not apply
to sales of machinery and equipnment wused prinmarily in the manufacturing or
assenbl ing of tangi bl e personal property for wholesale or retail sale or |ease.

The manufacturing process is the production of articles of tangible personal
property, whether such articles are finished products or articles for use in the
process of manufacturing or assenbling different articles of tangible personal
property by procedures comonly regarded as manufacturing, processi ng,
fabricating, or refining which changes sonme existing nmaterial or materials into a
material with a different form use or nane. These changes nust result fromthe
process in question and be substantial and significant. See 86 Ill. Adm Code
130. 330(b) (2), encl osed.

Regardi ng | oaders and ot her noving equi pnent, please be advised machi nery or
equi pnent that is wused primarily to convey, handle, or transport tangible
personal property to be sold within production stations on production lines or
directly between such production stations or buildings within the same plant is
generally considered to be an exenpt use within the exenption. See 86 I[Il. Adm
Code 130.330(d)(3)(D)

Pl ease note that the use of machinery or equipnment to store, convey, handl e,
or transport materials or parts or sub-assenblies prior to their entrance into
the production cycle and the use of machinery or equipnment to store, convey,
handl e, or transport finished articles of tangible personal property to be sold
or | eased subsequent to the conpletion of the production cycle are not generally
considered to be manufacturing. See 86 Ill. Adm Code 130.330(d)(4)(C and (D).
In addition, the use of machinery or equipnent to transport work in process, or
sem -finished goods, between plants and the use of machinery or equipnment in
ot her nonproduction, nonoperational activities including disposal of waste, scrap
or residue does not qualify wunder the exenption. See 86 IlIl. Adm Code
130.330(d) (4)(E) and (F).

I hope this information is helpful. The Department of Revenue maintains a
Wb site which can be accessed at www. revenue.state.il.us. If you have further
guestions related to the Illinois sales tax |aws, please contact the Departnent's

Taxpayer Information Division at (217) 782-3336.

If you are not under audit and you wish to obtain a binding Private Letter
Rul i ng regardi ng your factual situation, please submt all of the information set
out initens 1 through 8 of the enclosed copy of Section 1200.110(b).

Very truly yours,
Kar|l Betz

Associ at e Counsel

KB: msk
Enc.



